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1 July 1953 - 30 June 1954

I, Responeibilities of the I'G
Within its Terms of Reference, the Intelligence *orking Group

(1¥6) L/ is respensibile for Mkmebilization of econcnic

dante and analysec relevant to needs of the Economic Dafense Advisory
Committsa (EDAC), fer reconnmending to awprepriate szencies eollection
requirements to £ill syecifie zavs, and for providing EDAC with

reperts and current intellizence, The fellowing provides a report

on I¥G activities and accomrlishments during the past year and 2

st-tement of I'G problens gnd objectives, The wide pamge of IC interests
and astlvities is reflected in the 1is§ of ezses (Tab A) formally »laced

vefcre the IWG durinz the period,

i1,

Under this responsibility, the 1'G dewoted attentlen to severil
suecific problems in the ecomonic defense fields

1, B8oviet Firangial Orernticne: Xm IW8 subsrowy was orzanized,

under chairmanship of a Treasury representztive, on the subject of sxternal

5
Ry

3/ The I¥G was establiched at the recuest of the Director of Mutual
Security and the Secretary of State, 2nd with the approval of the
Disector of Central IadBllizence =nd the Secret-ry of Defense, Its
Terms of Reference were approved by the IAC on 25 July 1952 (IaD-B-53/1,
as amended). For further details, see IVG/R-13, "First A maal Progress
Report of the IWG, . AU

§
t
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finaneial overations of the Soviet bloc. This subgroup wes asked Yo
study and report unen the need for and the zdemusey of intelligence
in this field. Itz findinge were incervorsted in an I'G report cf 11
March 1954 which wne furnished tc the Zxecutive Conmittese of EDAC for
appmpriatev action and to the Zeomomiec Intelligence Committes for
information,

2. Soviet §ffers of Stratezie Materisls - During this noried,

the I was cailed unon Wy a&n EDAC working sroup $o provide intelligence
required at the policy planring lewal for en NSC determination of us
| poliey towards Soviet blec offers of Btrutegic materials to the Uest,
inﬁalliganee; agencies were re-uested, through the I¥G, %o av-ralce the
significance of Scviet offere of manganese, chrome, vliatinun and
palladiun,

An I'G report coverinz the Soviet bloc sunply nositiom in these
metals, offers to the West, and an avvraisal of Soviet intentions under.
1ying the offers was furnished to ¥DAC. This parer wms suprlemented Wy
one on séviet offers of petroleum and petroleum producte to the 1-2:3
{see below),

3, Sovist Petrpleum Offers - Joint recuests fron 0sD and
FOA/MDAC forred the basis for an intensive CIA effort on this su ject.
Informaticon was desired on the Soviet btloc petwdleum supply pesitien,
its refinery caiacity snd tachni-ues, bloc transpori tion faeilities, its
offers of petroleum znd petrcleun products to the West, and the iﬁ.tentic:-ns
unierlying these cffers. A4 ClA=rroduced revort wes fur-ished EDAC fer
use in an oversll analysis of tho significance and implicatioms of Soviet

offers of strategic cermmedities to the West,

-2 -
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4., Soviet Consumer Gocds Projegt - DNurinz the review period,

the intelligence cormunity in gner:l, ineluding the I3, wes enlied
uponr to provide gullance and inforuztion $o & ropriate Covormment
levels on the true mezn ng of the "Hew Course™ in the domestie ecomomies
~of the seversl countries of the Soviet btloc, From officlal Sovizt
pronouncenent, it became monarent that inereased suvbliss of consumerst
goods were to be made available to the Soviet wopulace, bdoth $hrough
domestic production amd imports, Accordingly, bhe Notional Security
Counell and cognizont szencles were foeced with the fallewing problems
should the US seek to exchange OGovernmeni-owmed perishable surplus
agrienlfiurd products on a barter basls with the USSR or its s-tellites
in Purope in exchanre for won-perishadble materials necded v the US

on sone ressanable baslg cof pricel

CIA wvas re-uested to submit for XDAC eonside atiem 3 list of none

strategic consuner goods having certain charastoristics which would make
them appropriate for lieensing to the Buropesn sztdllites to deersese
the politiecsl and econonic unity of the Sovist blee, Throuch the asesié
of I, & Cla study om the aweilobility of consumers! goods in the Seviet

bloc was provided to the Exeective Committee, It was the gonsensus of
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¥ros Werld, the Consultztive Grouy (C8) -in Anyil 1954 agreed
thet it wonléd be deslradle to devote increased attention %o any changes
in the tacties of the Soviet “loe in Bast-Weat trade genmerszlly, This
mrveillance was decmed necoss.ry $6 toke acocount of dewnlopments likely
to affect the operation of stretegic export controls and to ensble
Western countries $c commter Joviet ocomomie znd politicsl penetratiens

The IWG had antieipated the need for work in this fisld ag surly
as Septexber 1953 vhep consideration was givenr to an interazency stuly
oa the Sovi trude offensive, An I} ense on *Pronosed Study of Soviet
Trade Activities and Tactics in Non-COCCOM Arens® was drafted in that
month, but work was not 8ocanended due to the nre-occmpation of merber
sgensies with a related intellizence study, NIZ 17.54, "Soviet Cooahilities
for Bconomic iarfare.® The I'G, aware of the urgency of intelliczence on
this sudbject, sndeavored et intervals to elieit guidonce from the
Exewutive Conuittece as to 1%s intelligence recuirements on this :ubject,
The mabdject was considered at no less than seven reetings during the
period September 1953 =~ Jume 1954, and a dihliography of forty-five
articles on changing Sovist trade af snd ecomonle polley ms elrculatad
in May 1954,

Phese disoussions ir the IVG, tossthar sith re.ers om vericus fzeets
ef the Soviet trzde problem prevared in State and MDAC, eervad :s the
basis of draft papers vre-aved for submission to COUOM m&ant to the
CG sgreement to discuss Soviet trode tremds ond taotics, MDAC hos ime
diseted that arrangements will be nede through the It for rrevaration of
additional papers on this subject for the f£311 session of COCONM,

Bolnkexvizenns -4 -
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B, Intellizence Collection ené Utilisasion

During the yesr, I'/G re-nevad its efforts $o establish a ecmporem

hensive patiern of US Covermment recuirements for the covert csl’setion

of economic defente inforrmtion. (See Tab B), Proposed instructions

25X1X4

25X1B The IWG sise reviewed, tut reached no conclusions, cn the
EDAC Zxecutive Committes rejusst for a st tement of recom:end:iti ns for
correctlve sctien on the problems of inadesiste nrioritles for the
collection, and undne delsy in the trans issien, of secmomic d4ef: se
infornztion (See Tab ¥ for detsile).

. ~tion of Report:s

During the year, I¥G procveed eishtesn atudles {See T:b 3), nine of
which provided infermetien te be veed by IDAC-ACEP ctructurs in determining
the struteglc rating of specific comuodity itens, To fueilitate analysis
of the best awailable indelligence, an 1'C Commodity Anzlysis Thodrlist
vas prepared an? dictrivuted for vee by menber sgencien, This Cheeklist
vas used a8 & gulde in urepering intellisence congributions recuired in
detern ning the significance of specifie ecrvcditics to the Seviet war
petential, FHev technliues were osdopted for production add coordiztion of
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commod ity anzlys:s {7ab %), Efforts were made to cbbain more ads-unte
i1 ttayy intellizence for uss in connectlion vith the recent comprom
nenaive review of the international security control lists (Tab E).

D, Gurrent Imyellirence Supnork

16 has eontinmod to furnish ZDAC ageneles whbh signficant ilems
of current intellizence {See Tab ¢). In additien, currsnt intelligence
on East-vest tr:de diversicnsy is heing vrovided by the Strotegic
Trade Branch (D/B/BR). This unit was estzblished in response to the
recoa-endation of the IWd for an intelligence unit within CIA %o nrovides
intellizence fer the implement-tion and enforcemsnt of Froe orld egononic
defenss maasures, Through thess facilities o ~uantity of iﬂfm‘mﬁﬁag hag
basn accumulated, znalyzed, and trananitted to action ggencies, consisting
of s-ot intellizense on diversion or cother illsgsl ;rocuremsntx nitemnts,
and eollated znalytical e-se reports on transactions and/or firms and

individuals vartiecipating in ~uch transactions,

p¥ch its representatives on I¥3, the O7fice of Bawel Intelligence

continned te contribute siznificant items of current econcmlc defeonse

tnterrigenon to the ac. |

T&b .

111, Mejer Problems end Ohjectives

A, Ststus cf sctivity
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The tempo of I'C activity flustusted widely druinz the revort
riercd, The severs decline during the seconf sw® half of the ye ar,
sakmzkw roeflected in the intistion of only three pases comrored to
twenly durinc the July - Decemder 1953 verled, occn he troeed rerily
to the prescewrsticn of member agencies with the security 18 reviow,

Pee problems, other than the 1lst review, considered Wy EDAC during this
period were suiteble for IWG, There werec soverzl instances, however,
{such as the »roblem ~f differential c-ntrols detweon the Burorsan Sovist
Hoe 2nd Commnict China) in which the I+0 comld have rendered intellizence
sapport, In this rarticular esse, CIA was called upon by the Far Zastern
Eeonomic Defensze Wortimg Gronp of EDAC for direct suprort, rather thm
a resnast being lavied throush estaBYiched I'/G chanuels, This iniieates
a fesling on the part of FOAC t'et intelligence suprort eeunld bes oblained
more quickly by direct lawy on CIA, rathsr than throueh IW chanrels,
It is muggeoted, howvever, that the basie deficiency lies not =0 ruch
in the I'G meohs iam as in the et that intelligence resecarch wibhin
the US Government is mt criented in a merner to vrovide 2 mick
regoonse o0 tha mes’s of the seonomie defenss preogsyem, Reseqrch is,
rather, concentroted wrimerily -n derartments) intelligence needs and
through the nedivm of BIC, on long-range reesrch of eommon ornoern,
Another reTlection of %$:is deficlency of orientestion ~nd emrhasis
was revealed in the OTR/State vrovosal (Ref: 7D/EC D~60 of 21 June 1954)
thot the ExeculivetCommittee arvrove the undertabing of a rassarch program
in the field ~f cconemie defen e during fisen) yeor 1955, Referenced
memorantum outlines ’a vrorren for 2 vepeorch steff f.u OIR designed 8o
provids MDAC with direct suproort in both basic and cnrrent oporaling
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To stimulate the contimmed nse of IVG as the agreed nechaniss of
intelligence supvert, spoeiz) emvaries of I'G astivities were-pullished
in Jamnary, Morch and May., These directed the attenticn of I'G amd
Bxecutive Comnittee mambers to snecisic probliems of econorie defeuse on
vhich I'G md aa intellizence support responeidbility.

B, alectives for Cominmg Yoang

¥ith the sudstenticl oompletion of tha sec rity ilst reviow
hy the end of June 1954, 3D°0 hoe indicated & rencwed interest in the
utilization of IVG fueilities, MDAC hng already recuested the I tot
recosmend the estuolishment of suitable mechanians and surveillabnee
teehniques fo %rece the moveuent of those strategic i%ems deecntrolled
during the CUCLH negotiations; mesemble and wssess the adequacy of all
| intelligence contridutions furnished the Joint Operating Commitiee durine
the 1ls% review so as to nake avsilable a "known universs" of commocity
intelligence frou whish further analysis can proceed; develop additiunal
intelligence 4n the anhject of Soviet trade frends and tacties ss &
. baslis for preparction of papers to be subdbmitted to the fall session of 25X1B
’ COCCH; and, reviev the problen of EDAL reqairemeatﬁ_
2oX18 ‘th & view to estublishment of & cendral stslf responsivle
for as-embly and public.tion of such informstion, Vork is slsc veguired
of IWG inm determining the adesuagy of indociriretion of cover:i intelligence
collebors za to the gk objeetives and rog-iremenis ol the econcnie
defense program. It is 2lsec likely that IUVG will be czlled upon to
ingnire into the irtellicerce mspects of = netionsl ecomcmic warfare slan,

now being considered at the Sxocutive level,

wam
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143 aetivities durins the year shead, 2c dnring the review reried,
will be zulded by NSC 152[3, This statentn of US Poliey in the ecomomic
defense field -lzced incrensed emhasis on irproving the ayailabiiity and
atilization f current intellizence in pailers relating %o enforcement
of free world controls, anmd in doveloning anclllary measures to irmprove

| 'iap?‘mmtai:ian and enfopcement of agreed control systems. It is hoped
thet Bisher »riority ean ba givem by the intellisence zgencles tr:x tha
sollection of intelligence re-uired to implement the task = mt‘*in«aﬁ, in
W50 152/2, ond thet I'® and the EDAC can eollaborate more .:'aeaely ‘h:z

£a1£4111nz their ressective missi-ns in the field of ecenomic de: F‘e\asva.
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TROFLEMS OF INTE,LICNCE GULLECPION AND UTILIATION

Y. Producticn ¢f I'Q Re-o

&, o meximize intelligonce supncrt %o the security 1ist review
vihlah oceurred A ecnnection sAth C0CGH peoot ahione, o new nrocedure
wie adopted to smperszede the .revi.us srrancement under which the Office
of Intermational Trede (later BFC) hrd assuned resmonsibilily Jor
contining intellizence contributions froum vericrs spencies nnd writing
& single papor containing teebni-al cefinitions, intelligence and
strategic reting recca end ticns. This new Trocesure previded vy the
yreparction within the IG of & jpacer incorporoting intellisenecs on Sevist
tloe, uses, produetion copebliitics and shorteses, with & seoond vapor
senidising technicnl informition only Dbeing ~g,;z~e’g;zzaré& ia BFC, This
procedure resvited in & merked improvement in the 190 intellisence
produet £nd was udilized until the sccelersted gecurifty list reviow
‘wade IO processing of comuedily oepers lmuraeticsble.

B, During the recent Trilatsral and CCCOM/CG review of the
security lists, the followinz criteria were used in vlzelns items on
embargo: laterisls rnéd ecuioment (1) desigmed snecially or used
rrinelpelly for develepnmemt, rrodurticn or atiliszation of TrUG, 2L
tior, implements of wer und atonic snersy materisls; (2) wilch Beore
porzte advenced techn logy or unime ¥mowhow, the zoouisition of chieh
mey ressonably be expeeted to veridt o sienificent zdvonee in Soviet bloe
technolegy ir militury or ctomle snerey rroduction over the level of
developnent alrexdy sexieved cr enpected $o Le achieved within o shord

reried; and, (Z) in vhich the Soviet bloe has n deficiency wrich ig
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erlticad in relatlon bo itz militery cepshilitice end which it could not
ovsroene within 2 ¢hort rorisd., An iterm eoul’ be sleead on intermational
embargo only if cme of the obeve criteria vere met, It was essential,
therefore, thot inform tion reltimg up the direct, or clase indirect,
mititary ecvlication of p riical r comsdddtdes be mce mvailsble to the
U.8, Dsiegstion,

To elicit additionsl Infarm-tion of this mature, dizeussinns were
hald betoeen renresentotives of the militerr serviges nnd the Choimism,
1.6, %he results of thess Mueneic g were not entirely satisfuctory
and revsaled that devsrimental intallissnce needs were ncsorded wiority
over scomonmic defencs nesds =i an ecpecially eriticsl tine,

Ce A reloted rrovlem ir the »roinetion of eommodlty auslyses hus
been that cf obtalning zprrovel for releass of iaformetion Jor u<e in
mazobistiong with foreisn natiorala, 'Phis »roblem arrliee %o all
intelligence, but wrtienl-r Aiffienlty is smeruntersd in the enze of
intellisence T2)ling within the crterory o7 "elaesifisd mititery infoke
mation,® A serles of meetin ¢ were held, therefers, with militery
nembers of the IW: to discuss the applicction of SBURIOC poliay ~overning
the ralecss »f military inforration o foraign nationsiw, It wen soradd
thet each of the rilitory intellizence -ervices hoz the zuthoridy in
spplicatlon of SDWMICC 1olicy te verrit relcrse of the ind of mﬂiw
inform: tlen generzlly foumd in I'® norers, Jurthormore, su ch iﬂf‘aé@ftign
gnerally is of low classifie ticn and 1, therafure, ralesssblaes A

In light of this ¥noviodze, #n affort rs 1eda to aoquaint »ititeyy
serurily officers with the fects that (1) the utilization cf *cm.mifia&

£
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the form .f rostrietions on stritesie exnorts, :nd (3) fvadility 4c nse
sueh infortition wewld deleat the oYiectives +f 1S secnenie dofenas
POLiCY .

Do It develepbd curin: the yesr thot regnonsibit ity for
vroduction of I'T studies fa1- rrinelrally cn OIA (Be - mie Defone
Division, ORE), with cther me-her “Zencles raking cor nt or providing
additional irtellizence on = Yimited basts, OF the alohteen I
studies complsted dnring the re?ie;;f reriod, GTA initisted end ool ebed
‘Bhirteen, IuG subsroups wrepered three, with the remsinder beine Juing
produets of QA and GIR, witten goreente on Araft I working cspsrs
were received only from she BBA =md 2FOTH represent=tivas,

L, LT Efforts t¢ Tnerepse Inieilizonce Coleetion

!

The Fr st invual Progress Reoert of the I'G related the effcorty to
prevere a consolid-ted set of reouirements for pollectlon on Babtetest
trode, 1IN diseussicne revesled that an underlyine ause for iwvs ¥unte
intelligence tu serve the nesds of TMAC wns (2n8 c.ntinues o Ye) the
low priority assigned §- o lection of this t o of intellisanee uy
covort ecliectors, This situstion rrevailed during the remert eriod
despite the establishment by the IAD on 5 Ausust 1953 of a revised
Priority List of Critic ¥ational Intellis=ace Chisotives (I_fa{‘»}}-«-ﬁ{}/f}).
Objuctive Mo, 8 of thig 1,1-% goril? be used £g the “-ais for an
irﬁﬁaasiﬁ&éi efford to collect such tyrs in Pormation, but there is mﬁ:
indic:tion as yet th.t the intellizence =rascles hrvs done 80, ITroroved
intelligenes col ection ig ~n urgent matter ‘n towns of the needs £ tha
enforeenent rrosrom under F3C 152/3 for zdoqunte ond timody int2lligsace
on divarsions of strategie commcllities to the Soviet Wlea, Only if such
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